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UNI TED STATES BANKRUPTCY COURT
NORTHERN DI STRI CT OF CALI FORNI A

Inre Case Nos. 02-55527-JRG and
02-55528- JRG

SAN JOSE MEDI CAL MANAGEMENT,

INC., a California Corporation,

and affiliated Chapter 11 cases,
Chapter 11

Debt or s.

ORDER ON FI RST AND FI NAL FEE
APPLI CATI ON OF MOSS ADAMS LLP

. 1 NTRODUCTI ON

Moss Adans LLP' s enpl oynent as accountant for the debtors was
approved by the court on Septenber 18, 2003, and made effecti ve as of
August 28, 2003. Moss Adans submttedits first and final fee application
tothe court seeking final approval of $118,282.72 in fees and $3, 876. 28

i n expenses for services rendered fromSept enber 1, 2003 t hr ough Sept enber
26, 2004.1
Yinits fee application, Mss Adans’ details of its billing, attached as Exhibit Ato

the fee application, refers to a fee discount of $16,029.54. However, as discussed in the
audit report, Mss Adans does not identify which entries are related to the fee discount. The

audit was based on the fees computed wi thout regard to the discount.
The audit report also states that there is a discrepancy in which $150.00 | ess than the
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The court ordered an audit of Moss Adans’ fees on Decenber 9, 2004.
The audit report was submittedto the court on April 11, 2005. The court
gave i nterested parties an opportunity torespondtothe audit. The only
comment recei ved was a general comrent fromthe United States Trustee
(UST). The UST asked that the court take into consideration that
pr of essi onal s such as Mbss Adans are |l ess fam liar with the bankruptcy
systemand the court’s fee guidelines.? At the fee hearing on June 16,
2005, the court gave Moss Adans an addi ti onal opportunity torespondto
the audit report and t o date has recei ved no response. The audit report

hi ghl i ghts several issues that will result in a reduction in fees.

I'l. FEES

A. Conpensation for pre-retention and post-confirmati on services
s disallowed.

The audit report highlights that Mboss Adans bill ed for services prior
to t he dat e Moss Adans’ enpl oynent becane ef fective, August 28, 2003. [ See
Exhibit B-1.]°% Thus, fees will be reduced by $4, 826. 00 for pre-retention
servi ces.

The audit al so highlights that there are $370.00in fees that are
related to post-confirmationbilling. [ See Exhibit B-2.] No description

is given for the services rendered. Thus, these fees are denied.

amount on the detail was included on the invoice. There also was an invoice in the anount of
$2,300.16 that was not included in the final total. The court considers before it total fees
in the anobunt of $118, 282. 72.

2 The Bankruptcy Court for the Northern District of California maintains Quidelines for
Conpensation of Professionals. The District’s Quidelines for Conpensation and Expense
Rei mbur sement of Professionals and Trustees are available on the District’s website at
http://ww. canb. uscourts. gov.

3 Unl ess ot her vi se not ed, all references to exhibits are to the exhibits that appear in
the “Revi ew and Anal ysis of Final Fee Application Submtted by Mbss Adans LLP,” which was fil ed
with the court on April 11, 2005.
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B. Fees sought for services that are not adequately described will
be reduced.

As for entries that have no descriptionof activity, the audit points
out that there are $32,560.81 i n fees for whi ch no descri pti on has been
i ncluded. [ See Exhibit C.] As discussedintheaudit report, theentries
do fall withinspecific categories of work so sone general idea of the
wor k conpl eted can be i nferred. Some of the travel entries m ssing atask
description are classifiedas “Travel Tine.” However, no descriptionis
provi ded about the origination of thetrip, the destination of thetrip,
and t he purpose of thetravel. Inaddition, the audit report highlights
entries with vague descriptions. [ See Exhibit E.] Entries on Exhibit E
total $22,641.15. Wiletheseentries fall within specific categories of
wor k, i nsoneinstances, the description and category provide the court
with little informtion.

Time entries are not sinply torecord the nunber of hours wor ked;
t hey al so shoul d detail the type of work done. Regardl ess of t he net hod
of conpensati on and regardl ess of the type of professional fees at issue,
t he court nust eval uate the conpl exity and necessity of work done on
behal f of the estate in order to determ ne appropri ate conpensation. 1n

re Posei don Pool s of Anerica, Inc., 180 B.R 718, 729-31 (Bankr. E D. N Y.

1995).

The court bears in mnd the comments of the UST t hat professionals
such as Moss Adans are not as fam liar wth the court’s fee guidelines.
I naddition, the order for Moss Adans’ enpl oynent states that i nvoi ces
wer e subject tothereviewof the UST and t he Comm ttee and no paynents
were t o be made unl ess approved. Havi ng recei ved no speci fi c obj ections
fromeither of these parties, the court will reduce the fees that appear

on Exhi bit Cand Exhi bit E by 50%f or | ack of adequat e description. Thus,
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fees will be reduced by $27, 600. 98.

C. Billing increments at .50 and 1.0 hour increnments are so

extensive that a general reduction is warranted.

The audit report al so poi nts out the nunber of entries in which Mss
Adans billedinincrements of .50 or 1.0 hour. [ See Exhibit D.] These
entriestotal $114, 382.31, and takinginto account the entries that appear
on t he exhi bits regardi ng no or vague entry descriptions, [see Exhibits
C and E], the entries total $65,586. 30.

The court’s Guideline 12 requires that professionals keep tine
records inmninmumincrenents of .10 hour and professionals who utilize
amnimmbilling increnents greater than .10 hour are subject to a
reduction of their request. G ven the nunber of entriesinincrenents of
.50 and 1.0 hours, the court reduces the total fees requested by
$5, 000. 00.

D. Time entries reflecting admnistrative/clerical activities are

not conpensabl e by the estate.

The audit report points out entries that appear to be related to
adm ni strative/clerical activities. [See Exhibit J.] Cerical services
are over head expenses and are not conpensabl e under 8 330(a) of the

Bankrupt cy Code. Sousa v. Mguel (Inre United States Trustee), 32 F. 3d

1370, 1374 (9" Cir. 1994). Having reviewed the entries in Exhibit J, the
court findstheentriesto beclerical and admnistrativeinnature, and
t hus denies $504.90 in fees.

Iy

[11. CONCLUSI ON

I nreview ngthe ot her fee categories and expenses inthe audit, the
court takes no further reductions. The court denies atotal of $38, 301. 88

infeesrequestedonthe final fee application. Thus, the court approves
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Moss Adanms’ request i nthe anount of $79,980.84 in fees and $3,876.28 in
expenses. Total fees and expenses approved on a final basis are
$83, 857. 12.

DATED:

JAMES R GRUBE
UNI TED STATES BANKRUPTCY JUDGE
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UNI TED STATES BANKRUPTCY COURT
FOR THE NORTHERN DI STRI CT OF CALI FORNI A

CERTI FI CATE OF SERVI CE

I, the undersigned, aregul arly appoi nted and qualified Judi ci al
Assi stant inthe office of the Bankruptcy Judges of the United States
Bankruptcy Court for the Northern District of California, San Jose,
California hereby certify:

That 1, inthe performance of ny duti es as such Judi ci al Assi stant,

served a copy of the Court's:

ORDER ON FI RST AND FI NAL FEE

12
13
14
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16
17

18
19

20
21
22
23
24
25
26
27
28

PLI CATI ON OF MOSS ADAMS LLP by placing it
First Cl ass, postage prepaid, at San Jose, Californiaonthe date shown
below, in a seal ed envel ope addressed as |isted bel ow

in the United States M

| decl are under penalty of perjury under the | aws of the United
States of Anerica that the foregoing is true and correct.

Execut ed on

at San Jose, California.

Nanette Dunmas, Esq.
Ofice of the U S Trustee
280 So. First St., Rm 268
San Jose, CA 95113

Patrick M d enn
Hanson, Bridgett, Marcus,
Ml ahos & Rudy LLP
333 Market Street, 21st Fl oor
San Franci sco, CA 94105-2173

Robert L. Ei senbach 111

Cool ey Godward LLP

One Maritine Plaza,

20t Fl oor

San Franci sco, CA 94111-3580

LI SA OLSEN

Ernie Wall erstein
San Jose Medi cal Managenent
655 Lincol n Avenue
San Jose, CA 95126

Andrea T. Porter

Fol ey & Lardner LLP

One Maritinme Plaza, 6t Flr.
San Franci sco, CA 94111-3409

Marci Pierce

Moss Adans

438 First Street, #320
Santa Rosa, CA 95401- 6339

John M CGronin
Cronin & Associ ates
P. O Box 9007
La Jolla, CA 92038

Maureen A. Harrington

McGrane, Geenfield, Hannon
& Harrington LLP

40 South Market St. 2nd Fl oor

San Jose, CA 95113

Jenny L. Fountain
Buchal ter, Nerner, Fields
& Younger
333 Market Street, 25 Fl oor
San Franci sco, CA 94105-2130

Susan Uecker

Uecker & Associates, |Inc.
100 Pine Street, Suite 475
San Franci sco, CA 94111




